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Abstract 
The effectiveness in nonprofit organizations has different meanings than in profit orientated companies. The study proposes to 
see how the financial effectiveness can be analyzed based on the data provided by their financial statements. Within the Income 
Statement, Romanian nonprofit organizations have to include the income and expenses realized as well as those estimated, so this 
is the source of information needed in our study. Our research is based on a sample of nonprofits, chosen from a database 
developed by CENTRAS (Assistance center for NGO). The financial effectiveness is calculated, using the ratios method, by 
reporting the realized elements to the targeted ones. The period of our analysis involves three fiscal years for the chosen sample. 
The results of this study involve measures of financial effectiveness for each entity studied, the effectiveness evolution over the 
studied period, identifying factors which influence both effectiveness and its evolution, and interpreting the results for the whole 
field. 
© 2015 The Authors. Published by Elsevier B.V. 
Peer-review under responsibility of Academic World Research and Education Center. 
Keywords: health nonprofit organizations, financial effectiveness analysis, performance, expenses, income 
1. Introduction 
Effectiveness as a measure of organizational success has for decades attracted scholarly attention from across the 
social sciences. In recent years, the issue of effectiveness has taken on additional urgency among practitioners due to 
more explicit demands for accountability, transparency, and financial responsibility (Lecy, Schmitz, Swedlund, 
2012 apud Unerman and O’Dwyer 2006; Ebrahim and Weisband 2007; Brown 2008). 
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In our country, the company Acumen Integrat has concerns about financial effectiveness, especially fund-raising 
campaigns and donations for non-profit organizations. 
Nonprofit organizations, even though they are entities that are not intended for profit, are still interested to 
analyze their activities from a financial perspective. Authors conducted a research program to study the 100 most 
important nonprofit organizations in the world (according to a Top made by The Global Journal). Preliminary results 
show that 84.21% of respondent organizations undertake economic and financial analysis, the type of analysis and 
their percentages are given in the table below: 
Table 1. The data used in the economic and financial analysis 
 Type of analysis Percentage 
Based on balance sheet data 37,5% 
From the outturn account data 37,5% 
In connection with the beneficiaries of the programs implemented 18,75% 
Regarding fundraising activity 6,25% 
Source: own projection 
Given that most analysis at the level of big nonprofit organizations use data from the account balance and outturn 
account, we believe that an analysis of efficiency gains importance, even at the level of a sector of Romanian 
nonprofit organizations. 
2. Research methodology 
To conduct the study, we reviewed specialized literature, both international and within our country, following the 
written aspects regarding financial effectiveness of nonprofit organizations. The aspects that refer to our topic, we 
present them in the section on specialized literature. 
From a practical standpoint, we used the centralization of the incomes and expenses projected and achieved for 
2011, 2012 and 2013 for non-profit organizations with activities in the health domain recorded in the database 
developed by CENTRAS – an assistance center for nonprofit organizations. Out of the 54 non-profit organizations 
included in the database, only 41 conducted activities during the period studied by us. Out of the active 
organizations, only 20 published both income and expenses realized as well as those estimated for the period 
analyzed. 
For the 20 organizations, we conducted an analysis of financial effectiveness, and for each one of them, we 
calculated, for the three years, the effectiveness according to the formula: 
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We analyzed separately the effectiveness of income and the effectiveness of expenses, as to the results, we 
summarized them in tables and graphs illustrating the effectiveness level, but also their evolution in dynamic. 
3. Literature review 
Organizations producing goods, delivering services, representing social groups, maintaining order, or challenging 
the established order are vehicles of collective action oriented toward an environment. Organizations are typically 
incomplete systems dependent on their environments. Therefore, they are subjected to uncertainties and 
vulnerabilities coming from beyond their borders. The environment has importance on all the process that goes from 
procuring inputs, designing throughputs, disposing of outputs, and securing associational legitimacy and relevance 
among prime stakeholders of organization action: owners, members, clients, and the general public (Cadena-Roa, 
Luna, Puga, 2014 apud Aldrich and Marsden 1988; Lusthaus et al. 2002; Scott 2003, 2004, 2008). 
Non-profit organizations generally focus on the achievement of certain results from a social perspective, without 
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the objective of competing with profit companies on the market and funding their activities largely (though not only) 
through donations and public contributions. (Arrena, Azzone, Bengo) 
Nonprofit performance encompasses four concrete areas of interest: 
x financial performance (e.g., donations raised in a year, state funding); 
x stakeholder performance (e.g., volunteer satisfaction, donor loyalty, stakeholder identification);  
x market performance (e.g., nonprofit image, nonprofit brand reputation, service quality) and  
x mission performance (achieving the mission of the organization).  
Nonprofit effectiveness is closely related but broader than nonprofit performance, in that it focuses more on the 
balanced input and output achieved through the combination of processes, projects, and programs implemented by 
the nonprofit organization to reach its predefined goals. These nonprofit goals are framed by the organization’s 
mission, which generally focuses on creating particular effects for various stakeholder groups (Willems, Boenigk, 
Jegers apud Frumkin 2002). 
Within the non-profit literature, a well-established research agenda on effectiveness mirroring the broader 
research on organizational effectiveness exists. This literature emphasizes more traditional organizational variables, 
such as management, boards, fiscal health, and mission. Price (1968), for example, reviewed 50 empirical studies on 
organizational effectiveness and grouped the studies into four main categories: economic performance, internal 
political process, management control structures, and population ecology. There are distinct approaches to 
effectiveness: goal attainment, resource-control (a system resource perspective), and social constructivism 
perspectives. Scholars began to resort to two types of proxies for effectiveness. The first focused on measures of 
survival and organizational growth (the system-resource approach) and the second on reputational measures. There 
are three key trends about the current state of the literature on NGO/NPO effectiveness:  
x there is broad consensus that unidimensional measures of effectiveness are not useful;  
x the scholarship on NGO and NPO effectiveness is dominated by conceptual and theoretical works, while 
empirical studies remain rare;  
x a consensus on how to operationalize effectiveness remains elusive. 
An organization can be effective in one realm of operations but not an effective organization overall. Depending 
on the kind of evaluation used, either of these organizations can be said to be effective or ineffective. Notions of 
effectiveness emerging from the NGO/NPO research include: project impact, financial efficiency, managerial 
effectiveness, board effectiveness and effective use of partnerships and networks. We find that the term 
“effectiveness” is often not defined or the definition provided is incomplete. Given that effectiveness is used tacitly 
in most articles and there is high variation in levels of analysis, it comes as no surprise that we were not able to 
identify a significant consensus and common purpose across scholarship principally sharing an interest in 
effectiveness questions. Translated into nonprofit terms, donors, the board, managers, and beneficiaries all have very 
different understandings of what effectiveness entails. A contemporary review of the uses of effectiveness research 
in the NPO/NGO realm is particularly important, given the increasing demand for performance measures by donors 
(Lecy, Schmitz, Swedlund, 2012). 
The very expression “effectiveness” can be interpreted with different slants: 
x in relation to a standard (quality); 
x as the gap between actual service provided and the end-user’s perception of its quality (external 
effectiveness); 
x as correlation of results achieved with those expected (internal effectiveness); 
x in comparison with services provided by alternative agents (relative effectiveness); 
x by measurement against the situation that would have occurred if services had not been provided (impact).  
(Manetti, 2014) 
In Poister (2003) opinion, it is probably fair to say that effectiveness measures constitute the single most 
important category of performance measures because they represent the degree to which a program is producing its 
intended outcomes and achieving the desired results. These may relate to initial, intermediate, or longer-term 
outcomes. The most important effectiveness measures tie back to the basic purpose of a given program.  
A number of authors believe that the non-profit sector, performance is often judged by its three points of view: x Economics: attempting to minimize  resource consumption (inputs in the system); x Efficiency: trying to optimize the relationship between inputs and outputs (consumption of resources/results); 
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x Effectiveness: the outputs are compared to the objectives. (Ionascu, Filip, Mihai, 2003, p. 253)  
In addition to these three, other authors (Cadena Roa, Luna, Puga, 2011) consider relevance important, such as 
the internal and external legitimacy of nonprofit organization. With the figure below we illustrate the effectiveness 
place between the defining elements of performance at a non-profit organization. 
 
 
 
Figure 1. The effectiveness place in relation to the performance of the nonprofit organization 
Source: inspired by Ionascu, Filip, Mihai, 2003, p. 253 
Although, as we have shown, some authors consider the concept of effectiveness as having a broader range than 
the concept of performance, we agree with the latest views presented which consider effectiveness as a component 
of performance. From a financial perspective, we can measure the effectiveness of expense and income recorded by 
the nonprofit organizations. If we view effectiveness as a component of performance, an effectiveness analysis will 
give us clues about the performance of a non-profit organization. 
4. Results and discussions 
We present, for the period of 2011-2013, the situation of effectiveness at the level of the incomes and expenses 
projected compared to those achieved by nonprofit organizations in the health sector. From a statistical point of 
view, the effectiveness achieved by the organizations surveyed is as follows:  
Table 2. Effectiveness of income 
No Name of nonprofit organization Effectiveness for: 2011 (%) 2012(%) 2013(%) 
1 Alianta Antisuicid Cluj Napoca 100 0.1 0 
2 Asociatia centrul de asistenta sociala pentru varstnici Baia Mare 100 100 100 
3 Asociatia de Qigong  103.22 100 100 
4 Asociatia Esperando, Baia Mare 104.72 101.68 94.2 
5 Asociatia KELSEN   No activity 18.76 101.64 
6 Asociatia pasi inainte  80.52 96.85 96.6 
7 Asociatia pentru ajutorarea si protejarea handicapatilor 
neuropsihici 100 100 100 
8 Asociatia pentru prevenirea osteoporozei din Romania 100.4 85.75 101.22 
9 Asociatia DOWN Sindrom 135.33 40.13 95.3 
10 Centrul pentru Politici si Servicii de Sanatate 100 100 100 
11 Fundatia "Cinci Andrei"  48 80 85.71 
12 Fundatia "Dr. Victor Babes"  107.96 95.43 100.2 
13 fundatia casa sperantei-OEM  100 100 98.61 
14 Fundatia de Sprijin Comunitar  105.40 152.26 106.28 
15 Fundatia Fotonul in slujba sanatatii 93.8 74.6 0.25 
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Source: own projection 
The evolution in dynamic of the income effectiveness in the health sector for non-profit organizations goes like this: 
 
 
Figure 2. Income effectiveness for each organization 
Source: own projection 
In the figure above, each organization under review is symbolized by its corresponding number in Table. 2. We 
can see that the highest level of effectiveness is achieved by Fundatia de Sprijin Comunitar in 2012, followed by 
Asociatia DOWN Sindrom in 2011. 
The evolutions of effectiveness in dynamic were grouped into 4 categories: constant or relatively constant 
evolution, upward evolution, decreasing evolution and oscillatory evolution. 
 
Figure 3. Grouping nonprofit organizations by evolution of income effectiveness  
Source: own projection 
The figure above illustrates the comparison of the number of organizations analyzed for each category of the type 
of evolution of effectiveness. 
Regarding the effectiveness of expenditure achieved compared to those projected by the nonprofit organizations 
projected in the health sector, this is presented statistically as follows: 
16 Fundatia Gaudeamus 96.73 80.54 66.7 
17 Fundatia ICAR Craiova 100.55 88.01 101.9 
18 Fundatia Misiunea Tabitei  100 94.13 58.71 
19 Fundatia "Si tu!" 103.52 93.97 95.72 
20 Organizatia Caritas Satu Mare 100 101.26 100 
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Table 3. Effectiveness of expenditure 
No Name of nonprofit organization Effectiveness for: 2011(%) 2012(%) 2013(%) 
1 Alianta Antisuicid Cluj Napoca 9 13.33 13.33 
2 Asociatia centrul de asistenta sociala pentru varstnici Baia Mare 100 100 100 
3 Asociatia de Qigong  82.91 100 100 
4 Asociatia Esperando, Baia Mare 101.68 103 111.92 
5 Asociatia KELSEN   No activity 100 110.46 
6 Asociatia pasi inainte  100.35 99.4 98.96 
7 Asociatia pentru ajutorarea si protejarea handicapatilor neuropsihici 100 100 100 
8 Asociatia pentru prevenirea osteoporozei din Romania 103.2 104.14 170.83 
9 Asociatia DOWN Sindrom 183.2 85.78 241.34 
10 Centrul pentru Politici si Servicii de Sanatate 100 100 100 
11 Fundatia "Cinci Andrei"  97.44 93.93 97.63 
12 Fundatia "Dr. Victor Babes"  107.77 94.66 99.57 
13 fundatia casa sperantei-OEM  100 100 98.34 
14 Fundatia de Sprijin Comunitar  103.37 155.87 110.16 
15 Fundatia Fotonul in slujba sanatatii 82.67 81.67 120 
16 Fundatia Gaudeamus 96.6 80.3 89.38 
17 Fundatia ICAR Craiova 100.31 88.67 102.29 
18 Fundatia Misiunea Tabitei  156.6 105.29 267.14 
19 Fundatia "Si tu!" 103.52 93.97 95.72 
20 Organizatia Caritas Satu Mare 100 102.92 99.98 
Source: own projection 
The evolution of the effectiveness of expenditure in dynamic in the health sector for the nonprofit organizations 
analyzed is as follows:  
 
Figure 4. Expenditure effectiveness for each organization 
Source: own projection 
From the figure above, we can see that the biggest effectiveness of expenditure was recorded in 2013 by 
Fundatia Misiunea Tabitei, followed by Asociatia DOWN Sindrom, in the same year. 
As we did for the income, we grouped the organizations according to the type of evolution of effectiveness, the 
result are in Figure 5. 
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Figure 5. Grouping nonprofit organizations by evolution of expenditure effectiveness 
Source: own projection 
As we can see in the figure 5, none of the analyzed organizations registered a decreasing evolution of expenditure 
effectiveness between 2011 and 2013. The number of those which registered (relative) constant evolution is equal 
with the number of those which registered oscillating evolution. 
5. Conclusions 
Financial effectiveness at the level of nonprofit organizations is an indicator that, seen as a component of 
financial performance, gives us clues about how the organization has conducted its activities, and whether it has 
reached its financial targets set for the period or not. Thus the calculation of financial effectiveness gains 
importance. 
With the non-profit organizations registered in the database provided by CENTRAS, we can make a few remarks 
firstly on the publication of the information for each organization. The format required by the law for the 
patrimonial result account of nonprofit organizations in Romania includes both for the income and the expenditure a 
column referring to the forecasts and one related to the achievements. The small number of non-profit organizations 
that published their forecasts show either that they do not use the budget as a management tool, or that they are 
superficial in terms of reporting and the satisfactions of the users of the financial information are not among their 
priorities. 
The relatively high number of organizations that register the effectiveness with oscillatory evolution for the 
period under review is an alarm signal in the manner in which organizations predict their income and expenses. This 
evolution also shows that the achievement of income and expenses at the level of nonprofit organizations is 
influenced by unforeseen factors by the management. Thus, we can say that improbability is high when it comes to 
achieving the incomes and expenses estimated. 
The constant evolution of effectiveness shows that the methods used to predict the income and expenses are 
properly applied, and the process to achieve them was not disrupted by unforeseen factors. 
The downward evolution of income efficiency is a concern for the organizations that show such an evolution, 
they should review their fundraising policies, so that income efficiency is improved. It is desirable that income 
effectiveness tends toward 100% with an at least constant evolution, if not upward. 
A downward evolution of expenditure effectiveness indicates that the organization reduced its costs without 
foreseeing it. Cost reduction can be determined by not realizing the foreseen income or not foreseeing other 
unexpected external and internal factors. An upward evolution of expense effectiveness is a worrying sign and 
indicates that either unforeseen factors occurred, or that they were not performed correctly. Also, for the new 
expenses incurred, new sources of income must be identified. 
The financial effectiveness of nonprofit organizations, whether in the health sector or not, is a useful indicator in 
achieving the budget, and likewise, with efficiency and other indicators, it gives us information on the registered 
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performances of the organization. 
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